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September 30,  September 30,  September 30,  September 30,
2014 2013 2014 2013

Revenues $ 1,409,43 $ 1,105,999 $ 4,019,920 $ 3,199,33;

Cost of revenues 954,39: 798,90( 2,738,42! 2,296,521

Marketing 145,65 108,22¢ 403,51! 341,92!

Technology and development 120,95: 95,54( 346,44! 280,64:

General and administrative 78,02« 46,21 193,93t 134,18:
Operating income 110,40° 57,12( 337,60: 146,05¢
Other income (expense):

Interest expense (13,48¢) (7,436) (36,86¢) (21,709

Interest and other income (expense) 61€ (199 3,117 (2,15€)

Loss on extinguishment of debt — — — (25,129
Income before income taxes 97,531 49,49! 303,85: 97,07(
Provision for income taxes 38,24 17,66¢ 120,42! 33,08¢
Net income $ 59,29t $ 31,82: $ 183,42t % 63,98:
Earnings per share:

Basic $ 09¢ $ 054 $ 3.0 $ 1.11

Diluted $ 09 $ 05z $% 297 $ 1.0¢€
Weighted-average common shares outstanding:

Basic 60,17: 59,10¢ 59,99¢ 57,76¢

Diluted 61,82( 60,99( 61,66¢ 60,57¢

NETFLIX, INC.

Consolidated Statements of Operations
(unaudited)
(in thousands, except per share data)

Three Months Ended

Nine Months Ended

See accompanying notes to the consolidated finbsteiements.
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NETFLIX, INC.

Consolidated Statements of Comprehensive Income
(unaudited)
(in thousands)

Three Months Ended

Nine Months Ended

September 30, September 30 September 30  September 30
2014 2013 2014 2013
Net income $ 5929¢ $ 3182 $ 18342 $ 63,98
Other comprehensive income (loss):
Foreign currency translation adjustments (4,359 2,40¢ (1,979 15C
Change in unrealized gains (losses) on availablsdte securities, net of tax of
$(313), $515, $28, and $(936), respectively (503 82t 45 (1,499
Total other comprehensive income (loss) (4,857 3,23¢ (1,930 (1,349
Comprehensive income $ 5443¢ $ 3505¢ $ 181,49 $ 62,63

See accompanying notes to the consolidated finbsteiements.
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NETFLIX, INC.

Consolidated Statements of Cash Flows

(unaudited)
(in thousands)

Cash flows from operating activities:
Net income

Adjustments to reconcile net income to net casbdqus) provided by operating
activities:

Additions to streaming content library
Change in streaming content liabilities
Amortization of streaming content library
Amortization of DVD content library
Depreciation and amortization of property, equipt@rd intangibles
Stock-based compensation expense
Excess tax benefits from stock-based compensation
Other non-cash items
Loss on extinguishment of debt
Deferred taxes
Changes in operating assets and liabilities:
Other current assets
Accounts payable
Accrued expenses
Deferred revenue
Other non-current assets and liabilities
Net cash (used in) provided by operating activities
Cash flows from investing activities:
Acquisition of DVD content library
Purchases of property and equipment
Other assets
Purchases of short-term investments
Proceeds from sale of short-term investments
Proceeds from maturities of short-term investments
Net cash (used in) provided by investing activities
Cash flows from financing activities:
Proceeds from issuance of common stock
Proceeds from issuance of debt
Issuance costs
Redemption of debt
Excess tax benefits from stock-based compensation
Principal payments of lease financing obligations
Net cash provided by financing activities
Effect of exchange rate changes on cash and casbatnts
Net (decrease) increase in cash and cash equisalent
Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period

Three Months Ended

Nine Months Ended

September 30  September 30  September 30  September 30
2014 2013 2014 2013
$ 59,29t $ 31,820 $ 183,42 $ 63,98.
(1,202,48) (878,319 (2,765,19) (2,063,70)
346,75. 310,19: 467,35! 327,17!
686,15« 553,39 1,925,92i 1,549,38.
18,26¢ 17,54¢ 51,31 53,49:
14,35° 11,45 39,71¢ 35,52¢
29,87¢ 18,47 84,98¢ 54,17¢
(21,060 (20,49 (68,42() (52,47
3,36( 1,99¢ 8,801 4,932
— — — 25,12¢
(7,897 (2,424 (37,569 (11,219
12,96( 9,92( 27,34: 37,95¢
13,001 (5,877) 32,72¢ 6,00¢
(6,980 (11,457 51,58¢ (5,089
11,62¢ 9,252 37,18¢ 26,35!
5,32 (20,797 15,74° 4,76(
(37,439 34,69: 54,94 56,38¢
(15,530 (15,477 (51,42Y (50,687)
(21,03 (20,829 (54,23Y (31,039
341 (1,329 1,76¢ 3,80¢
(123,88) (116,119 (355,33) (497,789
107,56¢ 81,18¢ 340,27t 196,39.
32,12t 48,89( 127,22¢ 58,72(
(20,41) (13,669 8,27¢ (320,590
9,87 25,56! 56,79« 93,55
— — 400,00( 500,00(
— — (7,080 (9,419
— — — (219,367
21,06( 20,49: 68,42( 52,47¢
(27%) (25¢) (813) (91€)
30,66: 45,79¢ 517,32: 416,33¢
(3,839 1,55¢ (2,28¢) (3,367)
(31,02) 68,37¢ 578,25. 148,76!
1,214,24. 370,67¢ 604,96! 290,29:
$1,183,21 $ 439,05¢ $1,183,21 $ 439,05¢




See accompanying notes to the consolidated finbsteiements.
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NETFLIX, INC.

Consolidated Balance Sheets
(in thousands, except share and par value data)

As of
September 30, December 31,
2014 2013
(unaudited)
Assets
Current assets:
Cash and cash equivalents $ 1,183,21 $ 604,96!
Short-term investments 483,60: 595,44(
Current content library, net 2,006,98. 1,706,42
Other current assets 149,68. 151,93
Total current assets 3,823,48: 3,058,76:
Non-current content library, net 2,631,88: 2,091,07.
Property and equipment, net 144,14 133,60!
Other non-current assets 178,81¢ 129,12.
Total assets $ 6,778,320 $ 5,412 ,56:
Liabilities and Stockholders’ Equity
Current liabilities:
Current content liabilities $ 2,074,761 $ 1,775,98:
Accounts payable 150,37- 108,43!
Accrued expenses 70,55¢ 54,01¢
Deferred revenue 252,95¢ 215,76
Total current liabilities 2,548,65! 2,154,20:
Non-current content liabilities 1,510,40. 1,345,59
Long-term debt 900,00( 500,00(
Other non-current liabilities 94,397 79,20¢
Total liabilities 5,053,45! 4,079,00:
Commitments and contingencies (Note 10)
Stockholders’ equity:
Common stock, $0.001 par value; 160,000,000 slardg®rized at September 30, 2014 and
December 31, 2013; 60,246,379 and 59,607,001 issuddutstanding at September 30, 201
and December 31, 2013, respectively 60 6C
Additional paid-in capital 987,25¢ 777,44:
Accumulated other comprehensive income 1,64t 3,57¢
Retained earnings 735,91: 552,48!
Total stockholders’ equity 1,724,87. 1,333,56
Total liabilities and stockholders’ equity $ 6,778,32" $ 5,412,56:

See accompanying notes to the consolidated finbsteiements.
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NETFLIX, INC.

Notes to Consolidated Financial Statements
(unaudited)

1. Basis of Presentation and Summary of Significarkccounting Policies

The accompanying consolidated interim financialesteents of Netflix, Inc. and its wholly owned subaries (the “Companyhave beei
prepared in conformity with accounting principlesngrally accepted in the United States (“U.S.”) arelconsistent in all material respects
with those applied in the Company’s Annual Reporform 10-K for the year ended December 31, 2048 with the Securities and Exchar
Commission (the “SEC”) on February 3, 2014. Theppration of consolidated financial statements imfeomity with U.S. generally accepted
accounting principles (“GAAP”) requires managemientake estimates and judgments that affect theiate@eported in the consolidated
financial statements and accompanying notes. Segnif items subject to such estimates and assungpticlude the amortization policy for
streaming content library; the recognition and raeament of income tax assets and liabilities; ddvialuation of stock-based compensation.
The Company bases its estimates on historical equr and on various other assumptions that thep@oynbelieves to be reasonable under
the circumstances. On a regular basis, the Comgaalyates the assumptions, judgments and estinfetasl results may differ from these
estimates.

The interim financial information is unaudited, laflects all normal recurring adjustments that arehe opinion of management,
necessary to fairly present the information setfberein. The interim financial statements shdiddead in conjunction with the audited
financial statements and related notes includédeérCompany’s Annual Report on Form 10-K for tharyended December 31, 2013 . Interim
results are not necessarily indicative of the tsdok a full year.

The Company is organized into three operating seggn®omestic streaming, International streaming) @aomestic DVD. A majority of
the Company’s revenues are generated in the USiises, and substantially all of the Company’s {tived tangible assets are held in the
United States. The Company’s revenues are derioed inonthly membership fees.

There have been no material changes in the Compaignificant accounting policies as compared #osilgnificant accounting policies
described in the Company’s Annual Report on ForaKX0r the year ended December 31, 2013 .

In May 2014, the Financial Accounting Standardsrassued Accounting Standards Update ("ASU") 2024Revenue from Contracts
with Customers (Topic 606) which amended the existing accounting standardsef@nue recognition. ASU 2014-09 establishes jpies for
recognizing revenue upon the transfer of promismmtlg or services to customers, in an amount tlflatte the expected consideration recei
in exchange for those goods or services. It iscéffe for annual reporting periods beginning afdecember 15, 2016. Early adoption is not
permitted. The amendments may be applied retraspécto each prior period presented or retrospettiwith the cumulative effect
recognized as of the date of initial applicatioheTCompany is currently in the process of evalgatie impact of adoption of the ASU on its
consolidated financial statements, but does noéexhe impact to be material.

2. Reclassifications
Certain prior year amounts have been reclassifiebhform to the current year presentation in thesolidated financial statements.

Costs of revenues in the amount of $7.9 million $28.1 million for the three and nine months en8egdtember 30, 2013, respectively,
related to free-trial periods that were previowalpcated to “Marketing” on the Consolidated Stateis of Operations have been reallocated t
“Cost of revenues”. There was no impact in anyquepresented to contribution profit or net incoméoothe Consolidated Balance Sheets or
Consolidated Statements of Cash Flows.

3. Earnings Per Share

Basic earnings per share is computed using thehtegigaverage number of outstanding shares of constoai during the period.
Diluted earnings per share is computed using thighted-average number of outstanding shares of ammstock and, when dilutive, potential
common shares outstanding during the period. Rater@mmon shares consist of shares issuable uymassumed conversion of the
Company’s Senior Convertible Notes (prior to thevarsion of such notes in April 2013) and increraéshares issuable upon the assumed
exercise of stock options. The computation of emsiper share is as follows:

7
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Three Months Ended Nine Months Ended
September 30, September 30, September 30 September 30,

2014 2013 2014 2013

(in thousands, except per share data)

Basic earnings per share:

Net income $ 59298 $ 31,822 $ 18342t $ 63,98.

Shares used in computation:

Weighted-average common shares outstanding 60,17: 59,10¢ 59,99¢ 57,76¢
Basic earnings per share $ 0.9¢ % 054 $ 3.06 $ 1.11

Diluted earnings per share:

Net income $ 59298 $ 31,82 $ 18342t $ 63,98.
Senior Convertible Notes interest expense, nedof t — — — 49
Numerator for diluted earnings per share $ 59,29 $ 31,82: $ 18342( $ 64,03
Shares used in computation:
Weighted-average common shares outstanding 60,17: 59,10¢ 59,99¢ 57,76¢
Senior Convertible Notes shares — — — 95¢
Employee stock options 1,64¢ 1,882 1,67 1,85:
Weighted-average number of shares 61,82( 60,99( 61,66¢ 60,57¢
Diluted earnings per share $ 09 $ 052 % 297 % 1.0¢

Employee stock options with exercise prices gretign the average market price of the common stark excluded from the diluted
calculation as their inclusion would have been-diititive. The following table summarizes the pdteincommon shares excluded from the
diluted calculation:

Three Months Ended Nine Months Ended
September 30  September 30 September 30  September 30

2014 2013 2014 2013

(in thousands)
Employee stock options 53 12 64 26(

4., Short-term Investments

The Company’s investment policy is consistent wlith definition of available-for-sale securities.ef@ompany does not buy and hold
securities principally for the purpose of sellilgn in the near future. The Company’s policy isued on the preservation of capital, liquidity
and return. From time to time, the Company maycaatiain securities but the objectives are genenait to generate profits on short-term
differences in price. The following tables summeyiay major security type, the Compangssets that are measured at fair value on aireg
basis and are categorized using the fair valuatdby:
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As of September 30, 2014

Gross Gross
Amortized Unrealized Unrealized Estimated
Cost Gains Losses Fair Value

(in thousands)

Cash $ 1,06598 $ —  $ — $ 1,065,98
Level 1 securities:
Money market funds 122,93t — — 122,93
Level 2 securities:
Corporate debt securities 292,41( 71€ (99 293,02¢
Government securities 166,99: 16¢ (53 167,10°
Asset-backed securities 37C — — 37C
Certificate of deposits and commercial paper 6,60¢ — — 6,60¢
Agency securities 16,48 8 — 16,49:
Total (1) $ 1,671,78 % 89t % (1520 $ 1,672,522

As of December 31, 2013

Gross Gross
Amortized Unrealized Unrealized Estimated
Cost Gains Losses Fair Value
(in thousands)
Cash $ 483,95¢ $ — % — % 483,95¢
Level 1 securities:
Money market funds 126,20¢ — — 126,20t
Level 2 securities:
Corporate debt securities 316,46! 1,24t (659) 317,05¢
Government securities 143,81 287 (18 144,08:
Asset and mortgage-backed securities 93,11¢ 22¢ (418 92,92¢
Certificate of deposits 23,42¢ — — 23,42¢
Agency securities 17,95! — 2 17,94¢
Total (2) $ 1,204,931 $ 1,761  $ (1,09 $ 1,205,60
(1) Includes $1,183.2 million that is includedcimsh and cash equivalents, $483.6 million includeshort-term investments and $5.7
million of restricted cash that is included in athen-current assets related primarily to workenspensation deposits.
2 Includes $605.0 million that is included irshaand cash equivalents, $595.4 million includeshiart-term investments and $5.2

million of restricted cash that is included in athen-current assets related to workers compemsegposits.

Fair value is a market-based measurement thatésrdimed based on the assumptions that marketijpantits would use in pricing an
asset or liability. The hierarchy level assigne@ach security in the Company’s available-for-galefolio and cash equivalents is based on its
assessment of the transparency and reliabilithefriputs used in the valuation of such instruna¢tihe measurement date. The fair value of
available-for-sale securities and cash equivaliewtsded in the Level 1 category is based on quptexes that are readily and regularly
available in an active market. The fair value dditable-for-sale securities included in the Levela2egory is based on observable inputs, sucl
as quoted prices for similar assets at the measumedate; quoted prices in markets that are notegair other inputs that are observable, ei
directly or indirectly. These values were obtaifresn an independent pricing service and were evatbasing pricing models that vary by
asset class and may incorporate available tradegridl other market information and price quotemfreell-established independent pricing
vendors and broker-dealers. The Company's procgduwkide controls to ensure that appropriatevalues are recorded, such as comparing
prices obtained from multiple independent sourSeg Note 6 to the consolidated financial statenfentsirther information regarding the fair
value of the Company’s debt instruments.

There were no investments in a material unrealiassl position as of September 30, 2014 or Dece®ibe2013. There were no material
other-than-temporary impairments or credit lossésted to available-for-sale securities in theehaad nine months ended September 30, 20!
and 2013 . In addition, there were no material grealized gains or losses in the three and ninghmeeended September 30, 2014 and 2013 .

9
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The estimated fair value of short-term investmémtsontractual maturity as of September 30, 205B&ifollows:

(in thousands)

Due within one year $ 112,36:
Due after one year and through 5 years 371,24

Total short-term investments $ 483,60:

5. Balance Sheet Components
Content Library

Content library consisted of the following:

As of
September 30, December 31,
2014 2013
(in thousands)
Total content library, gross $ 8,013,371 $ 6,474,68
Accumulated amortization (3,374,50) (2,677,19))
Total content library, net 4,638,86: 3,797,49:
Current content library, net 2,006,98: 1,706,42
Non-current content library, net $ 2,631,88. § 2,091,07
Property and Equipment, Net
Property and equipment and accumulated depreciatinsisted of the following:
As of
September 30, December 31,
2014 2013

(in thousands)

Computer equipment 3yeart$ 138,81: $ 102,86
Operations and other equipment 5 year: 89,14 96,36
Software 3 year: 36,93: 36,43¢
Furniture and fixtures 3 year: 25,00¢ 21,01:
Building 30 year: 40,68: 40,68:
Leasehold improvements Over life of leas 55,16( 51,19
Capital work-in-progress 10,81« 8,64:
Property and equipment, gross 396,55 357,19t
Less: Accumulated depreciation (252,40 (223,59)

Property and equipment, net $ 144,147 $ 133,60!

6. Long-term Debt
Senior Convertible Notes

In November 2011, the Company issued $200.0 mibiggregate principal amount of zero coupon Sendon€rtible Notes due on
December 1, 2018 (the “Convertible Notes”) in avate placement offering to TCV VII, L.P., TCV VIIJAL.P. and TCV Member Fund, L.P.
A general partner of these funds also serves oftimepany’s Board of Directors, and as such, theaisse of the notes was considered a
related party transaction. At any time following W28, 2012, the Company could have elected to ctngseonversion of the Convertible Nc
into shares of the Company’s common stock whenispgconditions were satisfied, including that thely volume weightedverage price ¢
the Company’s common stock was equal to or greélager $111.54 for at least 50 trading days durie® &rading day period prior to the
conversion date.

In April 2013, after all specified conditions wesatisfied, the Company elected to cause the coiowvess all outstanding Convertible
Notes with an aggregate principal amoun$200.0 million in accordance with the terms of thdenture governing such notes. Pursuant to
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this conversion, the Company issued 2.3 milliorreth@f common stock to the holders of the Convierfbtes at a conversion ratio of
11.6553 . The fair market value of one share ofroom stock on the date of conversion was $216.9%Ipere.

5.375% Senior Notes

In February 2013, the Company issued $500.0 mibiggregate principal amount of 5.375% Senior Ndtes2021 (the " 5.375%
Notes"). The5.375% Notes were issued at par and are seniocureskobligations of the Company. Interest is pyabmi-annually at a rate
of 5.375% per annum on February 1 and August hofi gear, commencing on August 1, 2013. The 5.3Xb%s are repayable in whole ot
part upon the occurrence of a change of contraheabption of the holders, at a purchase pricash equal to 101% of the principal plus
accrued interest. The Company may redeem the 5.3&®%s prior to maturity in whole or in part at@mount equal to the principal amount
thereof plus accrued and unpaid interest plus eemdlole payment equivalent to the present valubefemaining interest payments through
maturity.

The 5.375% Notes include, among other terms anditions, limitations on the Company's ability t@ate, incur or allow certain liens;
enter into sale and lease-back transactions; ¢r@séeme, incur or guarantee additional indebteddoiethe Company's subsidiaries; and
consolidate or merge with, or convey, transfereask all or substantially all of the Company's iésidubsidiaries assets, to another person. At
September 30, 2014 and December 31, 2013, the Gonwes in compliance with these covenants.

In the first quarter of 2013, the Company used $24illion of the net proceeds of the 5.375% Ndtesedeem the outstanding $200.0
million aggregate principal amount of 8.50% Semiotes due 2017 (the “ 8.50% Notes”) and pursuattieanake-whole provision in the
Indenture governing the 8.50% Notes, paid a $19lbmpremium and $5.1 milliomf accrued and unpaid interest. The Company reezedre
loss on extinguishment of debt of $25.1 milliorated to redemption of the 8.50% Notes which inciLithe write off of unamortized debt
issuance costs of $4.2 million .

Based on quoted market prices in less active mafketevel 2 input for this financial instrumerttje fair value of the 5.375%otes as ¢
September 30, 2014 and December 31, 2013 was $61lidh and $506.3 million , respectively.

5.750% Senior Notes

In February 2014, the Company issued $400.0 mitiggregate principal amount of 5.750% Senior Ndtes2024 (the " 5.750%
Notes"). The5.750% Notes were issued at par and are seniocuresktobligations of the Company. Interest is pyabmi-annually at a rate
of 5.750% per annum on March 1 and September aaf gear, commencing on September 1, 2014. Th@% MNotes are repayable in whole
or in part upon the occurrence of a change of ofrdt the option of the holders, at a purchaseepr cash equal to 101% of the principal plus
accrued interest. The Company may redeem the 5. N@t#s prior to maturity in whole or in part at@mount equal to the principal amount
thereof plus accrued and unpaid interest plus eemdlole payment equivalent to the present valubefemaining interest payments through
maturity.

The 5.750% Notes include, among other terms anditions, limitations on the Company's ability teeate, incur or allow certain liens;
enter into sale and lease-back transactions; ¢raséeme, incur or guarantee additional indebtexdoiethe Company's subsidiaries; and
consolidate or merge with, or convey, transfereasé all or substantially all of the Company's iésxdubsidiaries assets, to another person. At
September 30, 2014 , the Company was in compliasitbethese covenants.

Based on quoted market prices in less active mafketevel 2 input for this financial instrumeritje fair value of the 5.750%4otes as ¢
September 30, 2014 was $412.0 million .

7. Stockholders’ Equity

Stock Option Plan

In June 2011, the Company adopted the 2011 St@rk Phe 2011 Stock Plan provides for the granhoémtive stock options to
employees and for the grant of non-statutory stqations, stock appreciation rights, restricted lstaed restricted stock units to employees,
directors and consultants. As of September 30, 231@ million shares were reserved for future tgamder the 2011 Stock Plan.
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A summary of the activities related to the Comparstbck option plans is as follows:

Options Outstanding

Weighted-Average

Shares Weighted- Remaining Aggregate
Available Number of Average Contractual Term Intrinsic Value
for Grant Shares Exercise Price (in Years) (in Thousands)
Balances as of December 31, 2013 3,406,31 3,526,890 % 95.2¢
Granted (391,23 391,23 409.7(
Exercised (639,379) 88.8:
Balances as of September 30, 2014 3,015,07 3,278,75! 134.0: 597 $ 1,041,79
Vested and exercisable at September 30, 2014 3,278,75 134.0; 597 $ 1.041,79

The aggregate intrinsic value in the table abopeesents the total pre-tax intrinsic value (théedénce between the Company’s closing
stock price on the last trading day of the thirdrer of 2014 and the exercise price, multipliedhsy number of in-the-money options) that
would have been received by the option holdersdfiaaption holders exercised their options on e trading day of the third quarter of 2014
This amount changes based on the fair market \altree Company’s common stock. The total intrinsatue of options exercised for the three
months ended September 30, 2014 and 2013 was $8l0dh and $64.5 million , respectively. The totatrinsic value of options exercised for
the nine months ended September 30, 2014 and 2843%208.0 million and $182.8 million , respectively

Cash received from option exercises for the threaths ended September 30, 2014 and 2013 was $Bi¢nnaind $25.6 million ,
respectively. Cash received from option exercisestfe nine months ended September 30, 2014 ar@l\k84 $56.8 million and $93.6 millign
respectively.

Stock-Based Compensation

The following table summarizes the assumptions teedlue stock option grants using the latticeshimal model:

Three Months Ended Nine Months Ended
September 30, September 30, September 30, September 30,
2014 2013 2014 2013
Dividend yield —% —% —% —%
Expected volatility 43% 51% 43% -48% 51% -54%
Risk-free interest rate 2.52% 2.55% 2.52% -2.83% 1.87% -2.55%
Suboptimal exercise factor 2.684.57 2.43 -3.7¢ 2.66 -4.57 2.33-3.7¢

The Company bifurcates its option grants into twiplyee groupings (executive and non-executive)cmsiders several factors,
including the historical option exercise behaviordetermining the suboptimal exercise factor.

The weighted-average fair value of employee stgiloas granted during the three months ended Sdyee80, 2014 and 2013 was
$236.96 and $136.78 per share, respectively. Thghtezl-average fair value of employee stock optgnasited during the nine months ended
September 30, 2014 and 2013 was $217.23 and $1p6rGhare, respectively.

Stock-based compensation expense related to sptidaglans was $29.9 million and $18.5 million foe three months ended
September 30, 2014 and 2013, respectively. Staskd compensation expense related to stock odaos as $85.0 million and $54.2
million for the nine months ended September 304281d 2013 , respectively. The total income taxefierecognized in the income statement
related to stock option plans was $11.4 million &AdL million for the three months ended Septen30e2014 and 2013 , respectively. The
total income tax benefit recognized in the inconagesnent related to stock option plans was $32lkomiand $20.8 million for the nine
months ended September 30, 2014 and 2013 , resggcti
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8. Accumulated Other Comprehensive Income

The following tables summarize the changes in actatad balances of other comprehensive incomegfrtak, for the three and nine
months ended September 30, 2014 :

Change in
unrealized gains
on available-for-
Foreign currency sale securities Total

(in thousands)

Balance as of June 30, 2014 $ 553 $ 97C % 6,502
Other comprehensive income before reclassifications (4,359 (197) (4,545
Amounts reclassified from accumulated other comgmsive income — (312) (312

Net increase in other comprehensive income (4,359 (509) (4,857)

Balance as of September 30, 2014 $ 1,17¢ % 467 % 1,64¢

Change in

unrealized gains
on available-for-

Foreign currency sale securities Total
(in thousands)

Balance as of December 31, 2013 $ 3,15¢ % 42z % 3,57¢
Other comprehensive income before reclassifications (1,975 607 (1,369
Amounts reclassified from accumulated other comgmnsive income — (562) (562)

Net increase in other comprehensive income (1,979 45 (1,930

Balance as of September 30, 2014 $ 117¢  $ 467  $ 1,64t

All amounts reclassified from accumulated other poghensive income were related to realized gairsvailable-for-sale securities.
These reclassifications impacted "Interest andratfttome (expense)” on the Consolidated Statentdr@perations.

9. Income Taxes

The effective tax rates for the three months er@kgutember 30, 2014 and 2013 were 39% and 36%eatdagly. The effective tax rates
for the nine months ended September 30, 2014 ah8 ®@re 40% and 34% , respectively. The effectixeraites for the three and nine months
ended September 30, 2014 differed from the fedgadlitory rate primarily due to state taxes andifpr taxes, partially offset by the California
R&D credit. The effective tax rates for the threw mine months ended September 30, 2013 diffeced the federal statutory rate primarily
due to state taxes and foreign taxes, offset byrédueral and California R&D credits and a disclegrefit recorded for the 2012 Federal R&D
credit. On January 2, 2013, the American TaxpaygieRAct of 2012 (H.R. 8) was signed into law whieetroactively extended the Federal
R&D credit from January 1, 2012 through December28113. As a result, the Company recognized theaetive benefit of the 2012 Federal
R&D credit of approximately $3.1 million as a diste item in the first quarter of 2013, the periodvhich the legislation was enacted.

The increase in the Company's effective tax raiethe three months ended September 30, 2014 gsarethto the three months ended
September 30, 2013 was primarily attributable dkpiration of the Federal R&D tax credit on Debem31, 2013. The increase in the
Company's effective tax rates for the nine montitded September 30, 2014 as compared to the ninthevended September 30, 2013 was
primarily attributable to the expiration of the leedl R&D tax credit on December 31, 2013 and frbmdiscrete item recorded in the first
quarter of 2013 related to the retroactive berdfihe 2012 Federal R&D credit.

Gross unrecognized tax benefits were $83.1 milliod $68.2 million as of September 30, 2014 and Déee 31, 2013, respectively. The
gross unrecognized tax benefits, if recognizedheyGompany, will result in a reduction of approxieta $68.6 million to the provision for
income taxes thereby favorably impacting the Comjsagffective tax rate. The Company’s unrecogniteedbenefits are classified as “Other
non-current liabilities” on the Consolidated Balargheets. The Company includes interest and pesadtiated to unrecognized tax benefits
within the "Provision for income taxes" on the Colidated Statements of Operations. As of SepterBbg2014 , the total amount of gross
interest and penalties accrued was $4.6 milliard, ia classified as “Other non-current liabilitiesi the Consolidated Balance Sheets.

Deferred tax assets include $14.9 million and $2ilbon classified as “Other current assets” aid %2 million and $69.1 million
classified as “Other non-current assets” on thesGhtiated Balance Sheets as of September 30, 2@ilBacember 31, 2013, respectively. In
evaluating its ability to realize the net defertad assets, the Company considered all availald#iy® and negative evidence, including its |
operating results and the forecast of future magkeith, forecasted earnings, future taxable ingand prudent and feasible tax
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planning strategies. As of September 30, 2014 aswkBber 31, 2013, it was considered more likedy thot that substantially all deferred tax
assets would be realized, and no significant vedoatllowance was recorded.

Income tax benefits attributable to the exercisernployee stock options of $21.0 million and $1@illion , during the three months
ended September 30, 2014 and 2013, respectivelg recorded directly to "Additional paid-in capitan the Consolidated Balance Sheets.
Income tax benefits attributable to the exercisemployee stock options of $68.1 million and $5tillion , during the nine months ended
September 30, 2014 and 2013, respectively, wegded directly to "Additional paid-in capital” ¢dine Consolidated Balance Sheets.

The Company files U.S. federal, state and foreégrréturns. The Company is currently under exariandty the IRS for the years 2008
through 2011. The IRS has completed its Field Erfthe 2008 and 2009 federal tax returns and saetsa Revenue Agent Report with a
proposed assessment primarily related to the Copp&&D Credits claimed in those years. The Compzayfiled a protest against the
proposed assessment and is currently in the midsedRS Appeals process. The IRS Field Exam ef2610 and 2011 federal tax returns is ir
process. The 2012 and 2013 federal tax returnsinesndject to examination by the IRS.

The Company is also currently under examinatiothieystate of California for the years 2006 and 2@xifornia has completed its Field
Exam of the 2006 and 2007 California tax returrd laas issued a Notice of Proposed Assessment jisimelated to the Company's R&D
Credits claimed in those years. The Company hed §lprotest against the proposed assessment emdastly awaiting the commencemen
the Protest process with the Franchise Tax Board.yEars 1997 through 2005, as well as 2008 thr@0d&, remain subject to examination
the state of California.

The Company is currently not under examinationnyn foreign jurisdiction. The years 2011 through 20&main subject to examination
by foreign jurisdictions.

Given the potential outcome of the current exanmmat as well as the impact of the current exaronain the potential expiration of the
statute of limitations, it is reasonably possilblattthe balance of unrecognized tax benefits csigidificantly change within the next twelve
months. However, at this time, an estimate of #rmge of reasonably possible adjustments to thebalaf unrecognized tax benefits cannot b
made.

10. Commitments and Contingencies

Streaming Content

At September 30, 2014 , the Company had $8.9 bithibobligations comprised of $2.1 billiamcluded in "Current content liabilities" ai
$1.5 billion of "Non-current content liabilities'hahe Consolidated Balance Sheets and $5.3 bilif@bligations that are not reflected on the
Consolidated Balance Sheets.

At December 31, 2013, the Company had $7.3 billibabligations comprised of $1.8 billion included'Current content liabilities" and
$1.3 billion of "Non-current content liabilities'hahe Consolidated Balance Sheets and $4.2 bifii@bligations that are not reflected on the
Consolidated Balance Sheets.

The expected timing of payments for these streammimgent obligations is as follows:

As of
September 30, December 31,
2014 2013
(in thousands)
Less than one year $ 3,574,12! $ 2,972,32
Due after one year and through 3 years 4,176,62. 3,266,90
Due after 3 years and through 5 years 1,071,223 929,64!
Due after 5 years 35,23¢ 83,28«
Total streaming content obligations $ 8,857,22 $ 7,252,16.

A streaming content obligation is incurred at tineetthe Company enters into an agreement to obiaire titles. Once a title becomes
available, a content liability is generally recaddin the Consolidated Balance Sheets. Certain mgmts include the obligation to license rig
for unknown future titles, the ultimate quantitydainor fees for which are not yet determinablefab® reporting date. Because the amount is
not reasonably estimable, the Company does naidechny estimated obligation for these futuredibeyond the known minimum amount.
However, the unknown obligations are expected tsifpaificant and the expected timing of paymentsi@¢oange from less than one year to
more than five years.

The Company has entered into certain licensespeétforming rights organizations ("PROs"), and isrently involved in negotiations
with other PROSs, that hold certain rights to musid other entertainment works "publicly performadtonnection with streaming content it
various territories. Accruals for estimated licefses are recorded and then adjusted based orhange in estimates. These amounts
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are included in the streaming content obligatidree results of these negotiations are uncertaimaagdbe materially different from
management's estimates.

Legal Proceedings

From time to time, in the normal course of its @ens, the Company is subject to litigation mattend claims, including claims relating
to employee relations, business practices and piatieimgement. Litigation can be expensive andugisive to normal business operations.
Moreover, the results of complex legal proceedemgsdifficult to predict and the Company's viewtlidse matters may change in the future ac
the litigation and events related thereto unfolde Tompany expenses legal fees as incurred. Theg&uonrecords a provision for contingent
losses when it is both probable that a liabilitg baen incurred and the amount of the loss cards®nably estimated. An unfavorable outc
to any legal matter, if material, could have anade effect on the Company's operations or its6iiz position, liquidity or results of
operations.

On January 13, 2012, the first of three purporteteholder class action lawsuits was filed in timitédl States District Court for the
Northern District of California against the Compamd certain of its officers and directors. Twoitiddal purported shareholder class act
lawsuits were filed in the same court on January2P12 and February 29, 2012 alleging substantsthylar claims. These lawsuits were
consolidated intdn re Netflix, Inc., Securities Litigation , Case No. 3:12-cv-00225€, and the Court selected lead plaintiffs. On R6)€2012
lead plaintiffs filed a consolidated complaint winialleged violations of the federal securities laWse Court dismissed the consolidated
complaint with leave to amend on February 13, 20&3d plaintiffs filed a first amended consolidatamnplaint on March 22, 2013. The Cc
dismissed the first amended consolidated compleitht prejudice on August 20, 2013, and judgment e@gred on September 27, 2013. Lea
plaintiffs filed a motion to alter or amend the gudent and requested leave to file a second ameraedlaint on October 25, 2013. On Jani
17, 2014, the Court denied that motion. On Febra&;\2014, lead plaintiffs appealed that decismthe United States Court of Appeals for
Ninth Circuit. Management has determined a potEluss is reasonably possible however, based auitent knowledge, management d
not believe that the amount of such possible lossrange of potential loss is reasonably estimable

On November 23, 2011, the first of six purportedrsholder derivative suits was filed in the Supe@ourt of California, Santa Clara
County, against the Company and certain of itseffi and directors. Five additional purported dhalder derivative suits were subsequently
filed: two in the Superior Court of California, SarClara County on February 9, 2012 and May 2, 26848 three in the United States District
Court for the Northern District of California onbreary 13, 2012, February 24, 2012 and April 2,201he purported shareholder derivative
suits filed in the Northern District of Californfave been voluntarily dismissed. On July 5, 2082 purported shareholder derivative suits |
in Santa Clara County were consolidated itrare Netflix, Inc. Shareholder Derivative Litigation , Case No. 1-12-cv-218399, and lead counse
was appointed. A consolidated complaint was filad&cember 4, 2012, with plaintiffs seeking compémiyy damages and other relief. The
consolidated complaint alleges, among other thitiga,certain of the Company's current and fornficers and directors breached their
fiduciary duties, issued false and misleading statgs primarily regarding the Company's streamungjrtess, violated accounting rules
concerning segment reporting, violated provisioinhe California Corporations Code, and wasted a@fe assets. The consolidated comp
further alleges that the defendants caused the @oynjo buy back stock at artificially inflated p&to the detriment of the Company and its
shareholders while contemporaneously selling paioheld Company stock. The Company filed a deeruo the consolidated complaint ¢
a motion to stay the derivative litigation in favafrthe related federal securities class actiofeoruary 4, 2013. On June 21, 2013, the Court
granted the motion to stay the derivative litigatending resolution of the related federal seiasitlass action. Management has determir
potential loss is reasonably possible however,dagdts current knowledge, management does n@vgethat the amount of such possible
loss or a range of potential loss is reasonablynasie.

The Company is involved in other litigation mattact listed above but does not consider the matibeloe material either individually or
in the aggregate at this time. The Company's vieth@matters not listed may change in the futgréhe litigation and events related thereto
unfold.

Indemnification

In the ordinary course of business, the Companyehtered into contractual arrangements under whitdis agreed to provide
indemnification of varying scope and terms to besgpartners and other parties with respect tainartatters, including, but not limited to,
losses arising out of the Company’s breach of siggeements and out of intellectual property infeimgnt claims made by third parties. In
these circumstances, payment may be conditiont#i@nther party making a claim pursuant to the @toces specified in the particular
contract.

The Company's obligations under these agreementdoebmited in terms of time or amount, and in goimstances, the Company may
have recourse against third parties for certaimzays. In addition, the Company has entered irderimification agreements with its directors
and certain of its officers that will require ithang other things, to indemnify them against cerliaibilities that may arise by reason of their
status or service as directors or officers. Theaseof such obligations vary.

It is not possible to make a reasonable estimateeoimaximum potential amount of future paymeneurthese or similar agreements
to the conditional nature of the Company’s obligas and the unique facts and circumstances invaivedch particular agreement. Bmoun
has been accrued in the accompanying consolidetaddial statements with respect to these inderatifin obligations.
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11. Segment Information

The Company has three reportable operating segnieasestic streaming, International streaming anthBstic DVD. Segment
information is presented along the same linesttteaCompany’s chief operating decision maker regiéve operating results in assessing
performance and allocating resources. The Comgarhief operating decision maker reviews revenuadscantribution profit (loss) for each
the reportable segments. Contribution profit (Iasgjefined as revenues less cost of revenues arkkting expenses directly incurred by the
segment.

The Domestic and International streaming segmestigelrevenues from monthly membership fees forises consisting solely of
streaming content. The Domestic DVD segment derigesnues from monthly membership fees for sercoesisting solely of DVD-bynail.
Revenues and the related payment card fees &ttt to the operating segment based on the natuhe underlying membership (stream
or DVD) and the geographic region from which thenmbership originates. There are no internal reveérarsactions between the Company’s
reporting segments.

Cost of revenues are primarily attributed to theraing segment based on the amounts directlyiedury the segment to obtain content
and deliver it to the specific region. Marketingperses are primarily comprised of advertising egpenvhich are generally included in the
segment in which the expenditures are directly rirezl

The Company's long-lived tangible assets were éatas follows:

As of
September 30 December 31,
2014 2013
(in thousands)
United States $ 131,83¢ $ 126,45!
International 12,30¢ 7,15(
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The following tables represent segment informat@rthe quarter ended September 30, 2014 :

Total members at end of period (1)
Revenues
Cost of revenues
Marketing
Contribution profit (loss)
Other operating expenses
Operating income
Other income (expense)
Provision for income taxes
Net income

Total members at end of period (1)
Revenues
Cost of revenues
Marketing
Contribution profit (loss)
Other operating expenses
Operating income
Other income (expense)
Provision for income taxes
Net income

As of/ Three months ended September 30, 2014

Domestic International Domestic

Streaming Streaming DVD Consolidated
(in thousands)

37,21¢ 15,84 5,98¢ =
$ 877,15( $ 345,68! $ 186,59° $1,409,43
565,25 291,94 97,20: 954,39:
61,04 84,60¢ — 145,65
$ 250,85 $ (30,86 $ 89,39¢ ¢ 309,38
198,97
110,40°
(12,87()
38,24:
$ 59,29¢

As of/ Nine months ended September 30, 2014

Domestic International Domestic

Streaming Streaming DVD Consolidated
(in thousands)

37,21¢ 15,84: 5,98¢ —
$2,513,99. $ 920,26« $ 585,67: $4,019,92
1,628,56: 803,90¢ 305,95 2,738,422
206,03( 197,48 — 403,51!
$ 679,39 $ (81,12) $ 279,71¢ ¢ 877,98
540,38:
337,60:
(33,749
120,42!
$ 183,42¢

The following tables represent segment informat@rthe quarter ended September 30, 2013 :



As of/ Three months ended September 30, 2013

Domestic International Domestic

Streaming Streaming DVD Consolidated
(in thousands)

Total members at end of period (1) 31,09: 9,18¢ 7,14¢ —
Revenues $ 701,08 $ 183,05. $ 221,86¢ $1,105,99
Cost of revenues 473,96! 209,81 115,12 798,90(
Marketing 60,63’ 47,53; 54 108,22¢
Contribution profit (loss) $ 166,48. $ (74,29) $ 106,68 $ 198,87:
Other operating expenses 141,75:
Operating income 57,12(
Other income (expense) (7,629
Provision for income taxes 17,66¢
Net income $ 31,82
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As of/ Nine months ended September 30, 2013

Domestic International Domestic
Streaming Streaming DVD Consolidated
(in thousands)
Total members at end of period (1) 31,09: 9,18¢ 7,14¢ —
Revenues $2,010,82. $ 490,97 $ 697,53¢ $3,199,33
Cost of revenues 1,366,389 561,10: 368,52¢ 2,296,522
Marketing 194,77¢ 146,91¢ 227 341,92!
Contribution profit (loss) $ 449,14 $ (217,05) $ 328,78 $ 560,88:
Other operating expenses 414,82:
Operating income 146,05¢
Other income (expense) (48,989
Provision for income taxes 33,08¢
Net income $ 63,98.
The following table represents the amortizatiothef content library:
Domestic International Domestic
Streaming Streaming DVD Consolidated
Three months ended September 30, (in thousands)
2014 $ 433,26¢ $ 252,88t $ 18,26¢ $ 704,42:
2013 363,78" 189,60° 17,54¢ 570,94(
Nine months ended September 30,
2014 1,229,47 696,44 51,31 1,977,23
2013 1,043,971 505,40¢ 53,49: 1,602,871
The following table represents total content lilgraret:
Domestic International Domestic
Streaming Streaming DVD Consolidated
(in thousands)
As of September 30, 2014 $3,334,641 $1,276,68 $ 27,53. $4,638,86:
As of December 31, 2013 2,973,02. 804,69( 19,77¢ 3,797,49;

(1) A membership (also referred to as a subsoriptis defined as the right to receive either tledflik streaming service or Netflix DVD
service. Memberships are assigned to territorisedban the geographic location used at time of gfgas determined by the
Company's internal systems, which utilize industandard geo-location technology. The Company ffee-trial memberships to
new and certain rejoining members. For inclusiothandefinition of a member in the above metricsiethod of payment is required
to be provided even during the free-trial periodtal members therefore include those who are oeetfial and have provided a
method of payment. A membership is canceled anskesa® be reflected in the above metrics as oéfiieetive cancellation date.
Voluntary cancellations become effective at the ehithe prepaid membership period, while involuptaaincellation of the service, as
a result of a failed method of payment, becomescéffe immediately.
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Item 2. Management'’s Discussion and Analysis of Financial Condition ahResults of Operation:

Forward-Looking Statements

This Quarterly Report on Form 10-Q contains forwimaking statements within the meaning of the fatisecurities laws. These
forward-looking statements include, but are noitkh to statements regarding: our core strategyirttpact of new accounting standards;
investments in marketing and content, includingiogl content; international expansion and invesiitheelated thereto; cash use in connec
with content acquisitions and licensing and intéamal expansion; contribution margin and free calv trends; deferred tax assets; accessin
and obtaining additional capital and future corttratobligations. These forward-looking statememessubject to risks and uncertainties that
could cause actual results and events to diffeerizdly from those included in forward-looking statents. These forward-looking statements
can be identified by our use of words such as tapdte," "expect,” "will," "may" and derivationsdteof. Factors that might cause or contribut
to such differences include, but are not limitedhose discussed in our Annual Report on Form I0rKkhe year ended December 31, 2013
filed with the Securities and Exchange Commissif&EC”) on February 3, 2014, in particular the riaktors discussed under the heading
“Risk Factors” in Part I, Iltem IA.

We assume no obligation to revise or publicly reéeany revision to any forwatdeking statements contained in this Quarterly Repo
Form 10-Q, unless required by law.

Investors and others should note that we annoumterial financial information to our investors wgiour investor relations website
(http://ir.netflix.com), SEC filings, press releaspublic conference calls and webcasts. We use ttieannels, as well as social media, to
communicate with our members and the public abautompany, our services and other issues. Itssipte that the information we post on
social media could be deemed to be material infaomaTherefore, we encourage investors, the mexdid,others interested in our company tc
review the information we post on the United StdteksS.") social media channels listed on our ingeselations website.

Overview

We are the world leading Internet television network with overrBBlion members in nearly 50 countries enjoying ethran two billior
hours of TV shows and movies per month, includiriginal series. Our members can watch as muchegswant, anytime, anywhere, on
nearly any Internet-connected screen. Members legn pause and resume watching, all without comialsror commitments. Additionally, in
the U.S., our members can receive DVDs deliverackfjuto their homes.

We are a pioneer in the Internet delivery of TVw@h@nd movies, launching our streaming servicedbi’2 Since this launch, we have
developed an ecosystem for Internet-connectedrsei@ad have licensed and acquired increasing asoficbntent that enable consumers to
enjoy TV shows and movies directly on their TVsinpuuters and mobile devices. As a result of thefetsf we have experienced growing
consumer acceptance of, and interest in, the dgleTV shows and movies directly over the Intéridistorically, our acquisition of new
members has been seasonal with the first and fouidhters representing our strongest net membeétiaddland our second quarter
representing the lowest net member additions ialendar year.

Our core strategy is to grow our streaming memljeishsiness domestically and internationally, witthie parameters of our
consolidated net income and operating segmentibatitn profit (loss) targets. We are continuoushproving our members' experience by
expanding our streaming content with a focus orognramming mix of content that delights our memb¥®/s are continually enhancing our
user interface and extending our streaming seteieven more Internet-connected screens.

Results of Operations

The following represents our consolidated perforoeamghlights:

Three Months Ended Change
September 30, September 30, Q3'14 vs.
2014 2013 Q313
(in thousands, except percentages)
Revenues $ 1,409,43 $ 1,105,99 27%
Operating income 110,40° 57,12( 93%
Net income 59,29¢ 31,82: 86%

In the second quarter of 2014, we increased theedbnstreaming membership fee from $7.99 to $€d9month for new members who
choose our most popular streaming plan, which gretuaccess to high definition quality streamindgvem screens concurrently. Current
members were grandfathered in at $7.99 per montthi® plan for two years, as long as they remaimeanber. We also introduced a new
membership plan priced at $7.99 per month whiclref§tandard definition quality streaming on algisgreen at a time. In the second quarte
of 2013, we introduced membership plans pricedlat® per month under which members can streamdwgghition quality content on four
screens concurrently. Internationally, we rolled similar changes in pricing and plan offerings.
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Consolidated revenues for the three months endet@®ber 30, 2014 increased $303.4 million as coetptr the three months ended
September 30, 2013 due to growth in streaming mesnbeth internationally and domestically. Opergiimcome and net income increased
$53.3 million and $27.5 million, respectively, diethe increase in revenues, partially offset lgyitttrease in the cost of revenues due to
increased content expenses relating to our existingnew streaming content.

The following represents the key elements to ognment results of operations:

»  We define contribution profit as revenues lesst ©f revenues and marketing expenses. We bdliévés an important measure of our
operating segment performance as it representssegghent's performance before global corporates cost

» For the Domestic and International streamingrsags, content expenses, which include the amédizaf the streaming content
library and other expenses associated with thadiog and acquisition of streaming content, repretfe vast majority of cost of
revenues. Streaming content rights are generadlgip to a geographic region and accordingly oderinational expansion will
require us to obtain additional streaming contersiupport new international markets. Other coseeénues such as streaming
delivery expenses, customer service and paymenepsing fees tend to be lower as a percentageabfctust of revenues as compa
to content licensing expenses. We utilize bothawan and third-party content delivery networks téphes efficiently stream a high
volume of content to our members over the Inter@reaming delivery expenses, therefore, also deckquipment costs related to
content delivery network ("Open Connect") and lailld-party costs associated with delivering streamingemt over the Internet. Ce
of revenues in the Domestic DVD segment consisharily of delivery expenses, content expensesudioh amortization of DVD
content library and revenue sharing expenses, tired expenses associated with our DVD processidgastomer service centers.
Delivery expenses for the Domestic DVD segment isbiog the postage costs to mail DVDs to and frammembers and the
packaging and label costs for the mailers.

» For the Domestic and International streamingrsags, marketing expenses consist primarily of eitbmeg expenses and payments
made to our affiliates and device partners. Adsargj expenses include promotional activities suctebevision and online
advertising. Payments to our affiliates and depaeners include fixed fee and /or revenue shasagnents. Marketing expenses are
primarily incurred by our Domestic and Internatibs@eaming segments given our focus on buildingsconer awareness of the
streaming offerings. Marketing expenses incurredinylnternational streaming segment have beerifisignt and will fluctuate
dependent upon the number of International tereioin which our streaming service is offered dralttming of the launch of new
territories. Marketing expenses are immateriaktier Domestic DVD segment.

* We have demonstrated our ability to grow doneesbintribution margin as evidenced by the incréas®ntribution margin from 12%
when we first began separately reporting Domesteaming results in the fourth quarter of 2011 9862in the third quarter of 2014.
As a result of our focus on growing the streamiegnsents, contribution margins for the Domestic bternational streaming
segments are lower than for our Domestic DVD segniemestments in content and marketing associatédthe International
streaming segment will continue to fluctuate degendipon the number of international territoriesvimch our streaming service is
offered and the timing of the launch of new teriés.

» As we grow our streaming segments, we contioughift spending away from the Domestic DVD segntenibvest more in streaming
content and marketing for our streaming services.
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Domestic Streaming Segment
Three months ended September 30, 2014 as compared to the three months ended September 30, 2013

As of/ Three Months Ended Change
September 30, September 30, Q314 vs.
2014 2013 Q313
(in thousands, except revenue per member and
percentages)
Members:
Net additions 97t 1,28¢ (24)%
Members at end of period 37,21¢ 31,09: 20 %
Paid members at end of period 36,26 29,92t 21%
Average monthly revenue per paying member $ 82 $ 7.9¢ 3%
Contribution profit:
Revenues $ 877,15( $ 701,08 25%
Cost of revenues 565,25: 473,96! 19%
Marketing 61,04: 60,63" 1%
Contribution profit 250,85 166,48: 51%
Contribution margin 29% 24%

In the Domestic streaming segment, we derive ree®imom monthly membership fees for services ctingisolely of streaming content
offered through a membership plan. The $176.1 onilincrease in our domestic streaming revenuegpwamsrily due to the 22% growth in the
average number of paid memberships as well aet8%hincrease in average monthly revenue per pagargber resulting from our price
increase and introduction of higher priced plans: o screen high definition plan continues tahee most popular plan choice for new
members.

The $91.3 million increase in domestic streamingt o revenues was primarily due to the $71.2 onilincrease in content expenses
relating to our existing and new streaming contiexiuding more exclusive and original programmilgaddition, streaming delivery expen
increased by $12.8 million and other costs, sugbegsnent processing fees and customer serviceaatrs, increased $7.3 million due to our
growing member base.

Marketing expenses were flat for the three montited September 30, 2014 as compared to the threthenended September 30, 2013.

Our Domestic streaming segment had a contributiargin of 29% for the three months ended Septembge2®L4, which increased as
compared to the contribution margin of 24% for titieee months ended September 30, 2013. Growthidhnpamberships and revenue
continued to outpace content and marketing spendasglting in the expansion of Domestic streantiogtribution margin of approximately
500 basis points. We expect to grow contributiomgims an average of 200 basis points per year hagjirsome time next year.
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Nine months ended September 30, 2014 as compared to the nine months ended September 30, 2013

As of/ Nine Months Ended Change
September 30, September 30, YTD'14 vs.
2014 2013 YTD'13
(in thousands, except revenue per member and
percentages)
Members:
Net additions 3,79¢ 3,94¢ (4%
Members at end of period 37,21¢ 31,09: 20 %
Paid members at end of period 36,26 29,92¢ 21%
Average monthly revenue per paying member $ 81 $ 7.9¢ 2%
Contribution profit:
Revenues $ 2513990 $ 2,010,82 25%
Cost of revenues 1,628,56: 1,366,389 1%
Marketing 206,03( 194, 77! 6 %
Contribution profit 679,39: 449,14! 51%
Contribution margin 27% 22%

The $503.2 million increasa our domestic streaming revenues was due to3Be @owth in the average number of paid membersis
well as to the 2% increase in the average monthigmue per paying member resulting from our pricegase and introduction of higher pri
plan.

The $261.7 million increase in domestic streamiogf of revenues was primarily due to the $188.Tignilincrease in content expenses
relating to our existing and new streaming contiexiuding more exclusive and original programmihgaddition, streaming delivery expen
increased by $45.2 million and other costs, sughegsnent processing fees and customer serviceaatiérs, increased $27.8 million due to
growing member base.

Marketing expenses increased $11.3 million pringatile to an increase in advertising and publidicra spending.

Our Domestic streaming segment had a contributiargin of 27% for the nine months ended Septembg@D4, which increased as
compared to the contribution margin of 22% for tiree months ended September 30, 2013, as a réguthwing memberships and revenue
faster than content and marketing spending.

International Streaming Segment
Three months ended September 30, 2014 as compared to the three months ended September 30, 2013

As of /Three Months Ended Change
September 30, September 30, Q314 vs.
2014 2013 Q313
(in thousands, except revenue per member and
percentages)
Members:
Net additions 2,04z 1,441 42 %
Members at end of period 15,84: 9,18¢ 72%
Paid members at end of period 14,38¢ 8,08¢ 78 %
Average monthly revenue per paying member $ 8.44 $ 8.0¢ 4%
Contribution profit (loss):
Revenues $ 345,68! $ 183,05: 88 %
Cost of revenues 291,94: 209,81: 39%
Marketing 84,60¢ 47,53 78 %
Contribution loss (30,86¢) (74,297 (58)%

Contribution margin (9)% (4%
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In the International streaming segment, we demwenues from monthly membership fees for servioesisting solely of streaming
content offered through a membership plan. We laedour streaming service in Canada in Septemld 20d have continuously expanded
our services internationally with launches in Laimerica in September 2011, the U.K. and Irelandainuary 2012, Finland, Denmark,
Sweden and Norway in October 2012, the Netherlan8&ptember 2013, and Germany, Austria, Switzdrl&rance, Belgium and
Luxembourg in September 2014.

The $162.6 million increase in our internationalaeues was primarily due to the 81% growth in therage number of paid international
memberships as well as the 4% increase in averagghiy revenue per paying member resulting frompnige increase and introduction of
higher priced plans. Average paid internationaatring memberships account for 28% of total avepadgk streaming memberships as of
September 30, 2014, as compared to 21% of totahgeepaid streaming memberships as of Septemb&038,

The $82.1 million increase in international cost@fenues was primarily due to a $66.4 million @a&se in content expenses relating to
our existing and new streaming content, includirayerexclusive and original programming. Other costseased $15.7 million primarily due
to increases in our streaming delivery expensegs@ssociated with our customer service call cemsted payment processing fees, all driven
by our growing member base.

International marketing expenses for the three hmoahded September 30, 2014 increased $37.1 nali@ompared to the three months
ended September 30, 2013 mainly due to expensesrfdories launched in the last twelve months.

International contribution losses improved $43.4iam for the three months ended September 30, 2B1¢bmpared to the three months
ended September 30, 2013, as a result of growimgbaeships and revenues faster than content andetivaglspending. Our International
streaming segment does not benefit from the estadi member base that exists for the Domestic sggn#es a result of having to build a
member base from zero, investments in streaminteoband marketing programs for our Internatioregnsent are larger initially relative to
revenues, in particular as new territories aredaed. The contribution losses for our Internatisement have been significant due to
investments in streaming content and marketingrarog to drive membership growth and viewing in ioternational markets.

Nine months ended September 30, 2014 as compared to the nine months ended September 30, 2013

As of /Nine Months Ended Change
September 30, September 30, YTD'14 vs.
2014 2013 YTD'13
(in thousands, except revenue per member and
percentages)
Members:
Net additions 4,913 3,067 6Q %
Members at end of period 15,84: 9,18¢ 72%
Paid members at end of period 14,38¢ 8,08¢ 78 %
Average monthly revenue per paying member $ 8.3t $ 8.2t 1%
Contribution profit (loss):
Revenues $ 920,26: $ 490,97: 87%
Cost of revenues 803,90¢ 561,10: 43 %
Marketing 197,48! 146,91¢ 34%
Contribution loss (81,127 (217,05() (63)%
Contribution margin (9)% (44)%

The $429.3 million increase in our internationalereues was primarily due to the 85% growth in therage number of paid international
memberships.

The $242.8 million increase in international castavenues was primarily due to a $201.7 millioar@ase in content expenses relating t
our existing and new streaming content, includirayerexclusive and original programming. Other costseased $41.1 million primarily due
to increases in our streaming delivery expensegs@ssociated with our customer service call cemsted payment processing fees, all driven
by our growing member base.

International marketing expenses for the nine noetided September 30, 2014 increased $50.6 maiaompared to the nine months
ended September 30, 2013 mainly due to expensésrfaories launched in the last twelve months.

International contribution losses improved $135iBiom for the nine months ended September, 201doaspared to the nine months
ended September 30, 2013, as a result of growimgb®eships and revenues faster than content andetiraglspending.
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Domestic DVD Segment
Three months ended September 30, 2014 as compared to the three months ended September 30, 2013

As of/ Three Months Ended Change
September 30, September 30, Q314 vs.
2014 2013 Q313
(in thousands, except revenue per member and
percentages)
Members:
Net losses (275) (360) (24)%
Members at end of period 5,98¢ 7,14¢ (16)%
Paid members at end of period 5,89¢ 7,01¢ (16)%
Average monthly revenue per paying member $ 1031  $ 10.2¢ — %
Contribution profit:
Revenues $ 186,597 $ 221,86! (16)%
Cost of revenues 97,20: 115,12« (16)%
Marketing — 54 (100%
Contribution profit 89,39¢ 106,68 (16)%
Contribution margin 48% 48%

In the Domestic DVD segment, we derive revenues foar DVD-by-mail membership services. The pricegan for DVD-by-mail
varies from $4.99 to $43.99 per month accordintpéoplan chosen by the member. DVD-by-mail plafiedby the number of DVDs that a
member may have out at any given point. Membexdialpaccess to high definition Bhay discs, in addition to standard definition DVIpay

a surcharge ranging from $2 to $4 per month forrast popular plans.

The $35.3 million decrease in our domestic DVD rexgs was due to a 16% decrease in the average nofrisd memberships.

The $17.9 milliondecrease in domestic DVD cost of revenues was pilyrdue to a $3.3 million decrease in content exges and a $1(
million decrease in delivery expenses resultingifen21% decrease in the number of DVDs mailed tmbses. The decrease in shipments wa
driven by a decline in the number of DVD memberstipupled with a decrease in usage by these men@iesr costs, primarily those
associated with processing and customer servicensgs, decreased $4.1 million primarily due toaetese in hub operation expenses

resulting from the decline in DVD shipments.

Our Domestic DVD segment had a contribution maafid8% for the three months ended September 3@4,201d was flat as compared

to the three months ended September 30, 2013.

Nine months ended September 30, 2014 as compared to the nine months ended September 30, 2013

As of/ Nine Months Ended Change
September 30, September 30, YTD'14 vs.
2014 2013 YTD'13
(in thousands, except revenue per member and
percentages)
Members:
Net losses (944) (1,07¢) (12)%
Members at end of period 5,98¢ 7,14¢ (16)%
Paid members at end of period 5,89¢ 7,01¢ (16)%
Average monthly revenue per paying member $ 10.27 % 10.2¢ — %
Contribution profit:
Revenues $ 58567. $ 697,53 (16)%
Cost of revenues 305,95: 368,52t A%
Marketing — 227 (100%
Contribution profit 279,718 328,78t (15)%
47%

Contribution margin 48%
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The $111.9 million decrease in our domestic DVDerawes was due to a 16% decrease in the averagesnofifiaid memberships.

The $62.6 million decrease in domestic DVD costesenues was primarily due to a $14.2 million dasesin content expenses and a
$33.0 million decrease in delivery expenses ramyftiom a 21% decrease in the number of DVDs madadembers. The decrease in
shipments was driven by a decline in the numb&\dd memberships coupled with a decrease in usagbhdse members. Other costs,
primarily those associated with processing andornst service expenses, decreased $15.4 milliorapifindue to a decrease in hub operation
expenses resulting from the decline in DVD shipraent

Our Domestic DVD segment had a contribution maafid8% for the nine months ended September 30, ,201idlwas relatively flat as
compared to the nine months ended September 386, 201

Consolidated Operating Expenses

Technology and Devel opment

Technology and development expenses consist obppayrd related costs incurred in making improvetsea our service offerings,
including testing, maintaining and modifying oueuterface, our recommendation, merchandisingsaredming delivery technology, as well
as our telecommunications systems and infrastresttrechnology and development expenses also mclosts associated with computer
hardware and software.

Three months ended September 30, 2014 as compared to the three months ended September 30, 2013

Three Months Ended Change
September 30, September 30, Q314 vs.
2014 2013 Q3'13
(in thousands, except percentages)
Technology and development $ 120,95 $ 95,54( 27%
As a percentage of revenues 9% 9%

The $25.4 million increase in technology and depelent expenses was primarily due to a $22.5 millienease in personnel-related
costs, including stock-based compensation expeaselting from a 14% growth in average headcouppstting continued improvements in
our streaming service and our international exmamsi

Nine months ended September 30, 2014 as compared to the nine months ended September 30, 2013

Nine Months Ended Change
September 30, September 30, YTD'14 vs.
2014 2013 YTD'13
(in thousands, except percentages)
Technology and development $ 346,44' $ 280,64 23%
As a percentage of revenues 9% 9%

The $65.8 million increase in technology and depelent expenses was primarily due to a $62.1 millienease in personnel-related
costs, including stock-based compensation expeaselting from an 11% growth in average headcoupperting continued improvements in
our streaming service and our international exmamsi

General and Administrative

General and administrative expenses consist obflamd related expenses for corporate persongeliedl as professional fees and other
general corporate expenses. General and admiiistetpenses also include the gain on disposaMid$

25




Table of Contents

Three months ended September 30, 2014 as compared to the three months ended September 30, 2013

Three Months Ended Change
September 30, September 30, Q3'14 vs.
2014 2013 Q313
(in thousands, except percentages)
General and administrative $ 78,02: % 46,21 69%
6% 4%

As a percentage of revenues

General and administrative expenses increased $3li@n primarily due to a $20.9 million increasepersonnel-related costs, including
stock-based compensation expense, resulting fr86¥aincrease in average headcount primarily to etmur international expansion. In
addition, there was an increase in legal costth®three months ended September 30, 2014 as cedngathe three months ended Septembel

30, 2013.

Nine months ended September 30, 2014 as compared to the nine months ended September 30, 2013

Nine Months Ended Change
September 30, September 30, YTD'14 vs.
2014 2013 YTD'13
(in thousands, except percentages)
General and administrative $ 19393t $ 134,18 45%
5% 4%

As a percentage of revenues

General and administrative expenses increased $58i@n primarily due to a $48.5 million increasepersonnel-related costs, including
stock-based compensation expense, resulting fred¥aincrease in average headcount primarily to etmur international expansion. In
addition, there was an increase in legal costgi®nine months ended September 30, 2014 as codhuattiee nine months ended September

30, 2013.

I nterest Expense
Interest expense consists primarily of the inteassbciated with our outstanding long-term debigakibns, including the amortization of
debt issuance costs, as well as interest on ose li&@ancing obligations.

Three months ended September 30, 2014 as compared to the three months ended September 30, 2013

Three Months Ended Change
September 30, September 30, Q314 vs.
2014 2013 Q313
(in thousands, except percentages)
Interest expense $ (1348) $ (7,436 81%
1% 1%

As a percentage of revenues

Nine months ended September 30, 2014 as compared to the nine months ended September 30, 2013

Nine Months Ended Change
September 30, September 30, YTD'14 vs.
2014 2013 YTD'13
(in thousands, except percentages)
Interest expense $ (36,866 % (21,709 70%
1% 1%

As a percentage of revenues

Interest expense for the three and nine monthsde8dptember 30, 2014 primarily consisted of appnaxely $12.6 million of interest
accrued per quarter on our notes. The increasgareist expense for the three and nine months ebelgimber 30, 2014 as compared the
and nine months ended September 30, 2013 was tarjty to the higher aggregate principal of inttrbearing notes outstanding.
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Interest and Other Income (Expense)

Interest and other income (expense) consists pityrarinterest earned on cash, cash equivalerdsshort-term investments and foreign
exchange gains and losses on foreign currency deated balances.

Three months ended September 30, 2014 as compared to the three months ended September 30, 2013

Three Months Ended Change
September 30, September 30, Q3'14 vs.
2014 2013 Q313
(in thousands, except percentages)
Interest and other income (expense) $ 61€ $ (199) 41%%

Nine months ended September 30, 2014 as compared to the nine months ended September 30, 2013

Nine Months Ended Change
September 30, September 30, YTD'14 vs.
2014 2013 YTD'13
(in thousands, except percentages)
Interest and other income (expense) $ 3117 % (2,15¢€) 245%

Interest and other income (expense) increasedhéothree and nine months ended September 30, 20dehgared to the three and nine
months ended September 30, 2013 primarily duedieceease in foreign exchange losses on foreigemcyrdenominated balances.

Extinguishment of Debt

In connection with the redemption of the outstagdb200.0 million aggregate principal amount of 8%0% Notes, we recognized a loss
on extinguishment of debt of $25.1 million in thege months ended March 31, 2013, which considtedpenses associated with the
redemption, including a $19.4 million premium payrnpursuant to the make-whole provision in the imtdee governing the 8.50% Notes.

Provision for Income Taxes

The effective tax rates for the three months ergkgutember 30, 2014 and 2013 were 39% and 36%,atesge. The effective tax rates
for the nine months ended September 30, 2014 ab8@ @@re 40% and 34%, respectively. The effectixgates for the three and nine months
ended September 30, 2014 differed from the fedsatlitory rate primarily due to state taxes andifpr taxes partially offset by the California
R&D credit. The effective tax rates for the three aine months ended September 30, 2013 diffeced the federal statutory rate primarily
due to state taxes and foreign taxes offset byéukeral and California R&D Credits and a discretedfit recorded for the 2012 Federal R&D
credit. On January 2, 2013, the American TaxpayieRAct of 2012 (H.R. 8) was signed into law whietroactively extended the Federal
R&D credit from January 1, 2012 through December281L3. As a result, we recognized the retroadidmefit of the 2012 Federal R&D cre
of approximately $3.1 million as a discrete itenthin first quarter of 2013, the period in which tegislation was enacted.

The increase in our effective tax rates for the¢hmonths ended September 30, 2014 as compaieel ttarée months ended September
30, 2013 was primarily attributable to the expoatof the Federal R&D tax credit on December 31,20 he increase in our effective tax re
for the nine months ended September 30, 2014 apar@uh to the nine months ended September 30, 288 ximarily attributable to the
expiration of the Federal R&D tax credit on Decent®dE, 2013 and from the discrete item recordedhénfirst quarter of 2013 related to the
retroactive benefit of the 2012 Federal R&D credit.

Liquidity and Capital Resources

Cash, cash equivalents and short-term investmesns $4,666.8 million and $1,200.4 million at Sepgtem30, 2014 and December 31,
2013, respectively. In February 2014, we issuedd®tillion aggregate principal amount of 5.750%i8eNotes due 2024 (the "5.750%
Notes"). In February 2013, we issued $500.0 milhggregate principal amount of 5.375% Senior Ndtes2021 (the "5.375% Notes"). \
used approximately $224.5 million of the net prateef our 5.375% Notes to redeem our outstandifg?8.Notes, including a $19.4 million
make-whole premium and $5.1 million of accrued angaid interest.

Our primary uses of cash include content acquisisiod licensing, streaming delivery, marketing paogs and payroll. We expect to
continue to make significant investments in stregnpuontent, including original content. We also@ntdo significantly increase our
investments in international expansion. Paymemseor certain content agreements require moreonpfrash payments relative to the exp
and therefore, future investments could impactliguidity.
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Our ability to obtain any additional financing thve¢ may choose to, or need to, obtain to financdraarnational expansion, our
investment in original content or otherwise, wigigtnd on, among other things, our developmenttsffbusiness plans, operating performanci
and the condition of the capital markets at thestime seek financing. We may not be able to obtaih §inancing on terms acceptable to us or
at all. If we raise additional funds through theuiance of equity or debt securities, those seearitiay have rights, preferences or privileges
senior to the rights of our common stock, and eocldholders may experience dilution.

As of September 30, 2014 , $48.4 million of casti eash equivalents were held by our foreign suases. If these funds are needed for
our operations in the U.S., we would be requiredderue and pay U.S. income taxes and foreign witliing taxes on the amount associated
with undistributed earnings for certain foreign sidiaries.

Free Cash Flow

We define free cash flow as cash provided by operand investing activities excluding the non-@temnal cash flows from purchases,
maturities and sales of short-term investmentsbdlieve free cash flow is an important liquidity tniebecause it measures, during a given
period, the amount of cash generated that is daita repay debt obligations, make investmentsfandertain other activities. Free cash flow
is considered a non-GAAP financial measure andlghuat be considered in isolation of, or as a Stdistfor, net income, operating income,
cash flow (used in) provided by operating actigtier any other measure of financial performandegaidity presented in accordance with
GAAP.

In assessing liquidity in relation to our resultoperations, we compare free cash flow to netimeonoting that the three major recurr
differences are excess content payments over egpras-cash stock-based compensation expense lagrdnairking capital differences which
include deferred revenue, taxes and semi-annuekisit payments on our outstanding debt. Our relskeisdrom members settle quickly and
deferred revenue is a source of cash flow. Foastiiieg content, we typically enter into multi-yegre@ements with various content providers
that may result in an increase in content librarg a corresponding increase in liabilities on tlom$dlidated Balance Sheets. The payment
terms may extend over the term of the agreemetishvwypically range from six months to five years.

Three months ended September 30, 2014 as compared to the three months ended September 30, 2013

Three Months Ended

September 30, September 30,
2014 2013
(in thousands)
Net cash (used in) provided by operating activities $ (37,439 $ 34,69
Net cash used in investing activities (20,417 (13,669
Net cash provided by financing activities 30,66: 45,79¢

Non-GAAP free cash flow reconciliation:

Net cash (used in) provided by operating activities (37,439 34,69:
Acquisition of DVD content library (15,530 (15,477
Purchases of property and equipment (21,037 (10,82%)
Other assets 341 (1,329
Non-GAAP free cash flow $ (73,660 $ 7,06t

Cash used in operating activities increased $73libm primarily due to increased payments for temt other than DVD library of
$275.0 million or 44%, as well as increased paymsastociated with higher operating expenses. Tdieased use of cash was partially offset
by a $303.4 million or 27% increase in revenues.

Cash used in investing activities increased $6lliamj primarily due to an increase of $10.2 mifli;m the purchase of property and
equipment. This increase in the use of cash wdtfhaoffset by an increase in the proceeds frees and maturities of short-term
investments, net of purchases, of $1.9 million.

Cash provided by financing activities decreased Birfllion primarily due to a decrease of $15.7liml in proceeds from the issuance
common stock.

Free cash flow was $133.0 million lower than nebime for the three months ended September 30, @@bérily due to $152.8 million
of content cash payments over expense and $10idmmlbn-favorable other working capital differesceartially offset by $29.9 million of
non-cash stock-based compensation expense.
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Free cash flow was $24.8 million lower than nebme for the three months ended September 30, 2013y due to $12.3 million of
content cash payments over expense, and $31.@milbn-favorable other working capital differenqasstially offset by $18.5 million of non-
cash stock-based compensation expense.

Nine months ended September 30, 2014 as compared to the nine months ended September 30, 2013

Nine Months Ended

September 30, September 30,
2014 2013
(in thousands)

Net cash provided by operating activities $ 54,94+ $ 56,38¢
Net cash provided by (used in) investing activities 8,27¢ (320,590
Net cash provided by financing activities 517,32: 416,33t
Non-GAAP free cash flow reconciliation:

Net cash provided by operating activities 54,94 56,38t
Acquisition of DVD content library (51,425 (50,687
Purchases of property and equipment (54,235 (31,039
Other assets 1,76¢ 3,80¢
Non-GAAP free cash flow $ (48,95)) $ (21,527

Cash provided by operating activities decreased #illlion, primarily due to increased paymentsdontent other than DVD library of
$592.0 million or 31%, as well as increased paymsastociated with higher operating expenses. Tdieased use of cash was partially offset
by an $820.6 million or 26% increase in revenues.

Cash provided by investing activities increased8s32nillion, primarily due to an increase of $35##8lion in the proceeds from sales
and maturities of short-term investments, net atpases.

Cash provided by financing activities increased1$@0nillion primarily due to the $392.9 million ngtoceeds from the issuance of the
5.750% Notes in the nine months ended Septemb&(03@, compared to the $490.6 million net proceedis the issuance of the 5.375% N
less the $219.4 million redemption of our 8.50%@¢ah the nine months ended September 30, 2013.

Free cash flow was $232.4 million lower than nebime for the nine months ended September 30, gotvarily due to $372.9 million «
content cash payments over expense, partiallytdffs&85.0 million of non-cash stock-based compgosa@&xpense, $37.2 million in deferred
revenue and $18.3 million favorable other workiagital differences.

Free cash flow was $85.5 million lower than nebme for the nine months ended September 30, 20d@ply due to $156.5 million of
content cash payments over expense and $8.3 milbarfavorable other working capital differencestipdly offset by $54.2 million non-cash
stock-based compensation expense and $25.1 milgsnon debt extinguishment (a financing activity).

We expect that free cash flow will be materiallgdghan net income while we increase our investsn@atticularly in original content,
and we may use cash for operations and / or hayatine free cash flow in future periods.

Contractual Obligations

For the purpose of this table, contractual oblmaifor purchases of goods or services are definedjreements that are enforceable anc
legally binding and that specify all significantrtes, including: fixed or minimum quantities to berghased; fixed, minimum or variable price
provisions; and the approximate timing of the teamti®n. The expected timing of payment of the ddilions discussed below is estimated b
on information available to us as of Septembe2B@4 . Timing of payments and actual amounts paiyg be different depending on the time
of receipt of goods or services or changes to agopen amounts for some obligations. The followtaigle summarizes our contractual
obligations at September 30, 2014 :
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Payments due by Period

Less than More than
Contractual obligations (in thousands): Total 1year 1-3 years 3-5 years 5 years
Streaming content obligations (1) $ 8,857,22° $3,574,12° $4,176,62. $1,071,23t $ 35,23¢
Debt (2) 1,290,94 49,87¢ 99,75( 99,75( 1,041,57.
Lease obligations (3) 200,41 28,75¢ 61,00¢ 33,21( 77,44(
Other purchase obligations (4) 538,85: 218,04: 305,89( 14,62( 30C
Total $10,887,44  $3,870,80. $4,643,26° $1,218,81¢ $1,154,55;

(1) As of September 30, 2014 , streaming contbligations were comprised of $2.1 billion included'Current content liabilities" an$il.5
billion of "Non-current content liabilities" on tHeéonsolidated Balance Sheets and $5.3 billion G§ations that are not reflected on the
Consolidated Balance Sheets as they do not yettmeetiteria for asset recognition.

Streaming content obligations increased $1.6 bilfrom $7.3 billion as of December 31, 2013 to $&IBon as of September 30, 2014
primarily due to multi-year commitments associatgith our latest market launches in Europe and tirgicued expansion of our
exclusive and original programming.

A streaming content obligation is incurred at tineetwe enter into an agreement to obtain futukestitOnce a title becomes available, a
content liability is generally recorded on the Gditated Balance Sheets. Certain agreements inthedebligation to license rights for
unknown future titles, the ultimate quantity arat fees for which are not yet determinable as efrdporting date. Because the amount
is not reasonably estimable, we do not includeestiynated obligation for these future titles beydrelknown minimum amount.
However, the unknown obligations are expected tsifpaificant and the expected timing of payments@¢oange from less than one
year to more than five years. Traditional film auitdeals, like the future output deal with Disneycertain TV series license agreem
where the number of seasons to be aired is unknargrexamples of license agreements not includétkicontractual obligations table.
Once we know the title that we will receive and libense fees, we include the amount in the stregroontent obligations.

(2) Longterm debt obligations include our 5.375% Notes 27&0% Notes consisting of principal and interestpents

(3) Lease obligations include lease financinggations of $10.1 million related to our current l®@atos, California headquarters for which
we are the deemed owner for accounting purposes@nchitments of $190.3 million for facilities undeon-cancelable operating leas
with various expiration dates through approximagdg5, including commitments of $121.2 million fecilities lease agreements wh
will commence after the leased buildings have hmstructed.

(4) Other purchase obligations include all othem-cancelable contractual obligations. These cotdrare primarily related to streaming
delivery, DVD content acquisition, and miscellane@pen purchase orders for which we have not redediwe related services or goods.

As of September 30, 2014 , we had gross unrecogmézebenefits of $83.1 million and an additiondl@million for gross interest and
penalties classified as “Other non-current lialgitit on the Consolidated Balance Sheets. At thig tiwe are not able to make a reasonably
reliable estimate of the timing of payments in indial years due to uncertainties in the timingeof audit outcomes; therefore, such amounts
are not included in the above contractual obligatable.

Off-Balance Sheet Arrangements

As part of our ongoing business, we do not engafpeainy transactions with unconsolidated entigesh as entities often referred to as
structured finance or special purpose entities rellyewe have financial guarantees, subordinatedhed interests, derivative instruments, or
other contingent arrangements that expose us terialtontinuing risks, contingent liabilities, any other obligation under a variable interest
in an unconsolidated entity that provides financifguidity, market risk, or credit risk support tis.

Indemnification
The information set forth under Note 10 in the sdtethe consolidated financial statements undec#ption “Indemnification” is
incorporated herein by reference.

Critical Accounting Policies and Estimates

The preparation of consolidated financial statesi@ntonformity with accounting principles geneyakccepted in the United States
requires management to make estimates and assms it affect the reported amounts of assetsiabitities, disclosures of contingent
assets and liabilities at the date of the finanstalements, and the reported amounts of revemaksxpenses during the reported periods.
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The SEC has defined a company’s critical accoungigties as the ones that are most importantégtrtrayal of a company’s financial
condition and results of operations, and which irega company to make its most difficult and sutijecjudgments. Based on this definition,
we have identified the critical accounting policgesl judgments addressed below. We base our estiroathistorical experience and on
various other assumptions that we believe to beoreble under the circumstances. Actual resultsdiffer from these estimates.

Streaming Content

We license and acquire rights to stream TV shovesji@s, and original content to members for unlichitéewing. These rights are for a
fixed fee and specify windows of availability. Pagmt terms for certain content agreements requine mpfront cash payments relative to the
expense.

We capitalize the fee per title and record a cqasding liability at the gross amount of liabilgievhen the license period begins, the cos
of the title is known and the title is accepted amdilable for streaming. The portion availablegtreaming within one year is recognized as
“Current content library, net” and the remainingtmmn as “Non-current content library, net” on t@ensolidated Balance sheets. The
acquisition of streaming content rights and thenges in related liabilities, are classified witlegish used in operating activities on the
Consolidated Statements of Cash Flows.

We amortize the content library in “Cost of revesiten a straight line or on an accelerated basisppropriate:

» For content that does not premiere on the Neg#irvice (representing the vast majority of cot)ieme amortize on a straightie basis
over the shorter of each title's contractual winddavailability or estimated period of use, begngnwith the month of first
availability. The amortization period typically igas from six months to five years.

» For content that premieres on the Netflix sexyiwe expect more upfront viewing due to the addél merchandising and marketing
efforts for this original content available only bietflix. Hence, we amortize on an acceleratedsbasér the amortization period,
which is the shorter of four years or the licensdqd, beginning with the month of first availabililf a subsequent season is added,
the amortization period is extended by a year.

» If the cost per title cannot be reasonably estéd, the license fee is not capitalized and crst®xpensed on a straight line basis ove
the license period. This typically occurs whenltbense agreement does not specify the numbetled tihe license fee per title or the
windows of availability per title.

The content library is stated at the lower of ungimed cost or net realizable value. Streaming @sinfwhether capitalized or not) is
reviewed in aggregate at the geographic region fevémpairment when an event or change in circiamees indicates a change in the
expected usefulness of the content. The level ofiggphic aggregation is determined based on tharsing content rights which are generally
specific to a geographic region inclusive of seveoantries (such as Latin America). No materiakevdown from unamortized cost to a lower
net realizable value was recorded in any of theogdermpresented.

We have entered into certain licenses with perfogmights organizations ("PROs"), and are curreimtplved in negotiations with other
PROs, that hold certain rights to music and otimergainment works "publicly performed" in connectiwith streaming content into various
territories. Accruals for estimated license feesracorded and then adjusted based on any changsmates. These amounts are included ir
the streaming content obligations. The resulthe$¢ negotiations are uncertain and may be mayadifferent from management's estimates.

Income Taxes

We record a provision for income taxes for thed@péited tax consequences of our reported resutiperiations using the asset and
liability method. Deferred income taxes are recegdiby applying enacted statutory tax rates apphct future years to differences between
the financial statement carrying amounts of exgsinsets and liabilities and their respective &seb as well as net operating loss and tax
carryforwards. The effect on deferred tax asseatdiabilities of a change in tax rates is recogdigeincome in the period that includes the
enactment date. The measurement of deferred taksasgeduced, if necessary, by a valuation allmedor any tax benefits for which future
realization is uncertain.

Although we believe our assumptions, judgmentsestitnates are reasonable, changes in tax laws @ntegpretation of tax laws and 1
resolution of any tax audits could significantlypact the amounts provided for income taxes in ousolidated financial statements.

In evaluating our ability to recover our deferrad aissets, in full or in part, we consider all &tde positive and negative evidence,
including our past operating results, and our fastof future earnings, future taxable income andi@nt and feasible tax planning strategies.
The assumptions utilized in determining future tA®ancome require significant judgment and arestxtent with the plans and estimates we
are using to manage the underlying businessesalgperating results in future years could diff@nfi our current assumptions, judgments
estimates. However, we believe that it is moreljikiean not that substantially all deferred taxeassecorded on our Consolidated Balance
Sheets will ultimately be realized. In the eventwere to determine that we would not be able tbzeall or part of our net deferred tax asset:
in the future, an adjustment to the deferred taetswould be charged to earnings in the periadhich we make such determination.
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We did not recognize certain tax benefits from utaie tax positions within the provision for incortexes. We may recognize a tax
benefit only if it is more likely than not the tawsition will be sustained on examination by thertg authorities, based on the technical merits
of the position. The tax benefits recognized infthancial statements from such positions are theasured based on the largest benefit that
has a greater than 50% likelihood of being realizgadn settlement. At September 30, 20bdir estimated gross unrecognized tax benefite
$83.1 million of which $68.6 million , if recognidewould favorably impact our future earnings. Do@ncertainties in any tax audit outcome,
our estimates of the ultimate settlement of oueaognized tax positions may change and the aaudddnefits may differ significantly from
the estimates. See Note 9 to the consolidateddiabstatements for further information regardingdme taxes.

Stock-Based Compensation

Stock-based compensation expense at the granisdadsed on the total number of options grantedaanelstimate of the fair value of the
awards.

We calculate the fair value of our stock optionmgsausing a lattice-binomial model. This model rieggithe input of highly subjective
assumptions. Changes in the subjective input assonspcan materially affect the estimate of failueaof options granted and our results of
operations could be impacted.

»  Expected Volatility: Our computation of expected volatility is basedadsiend of historical volatility of our common skoand
implied volatility of tradable forward call optiorie purchase shares of our common stock. Our aecisiincorporate implied
volatility was based on our assessment that impl@dtility of publicly traded options in our commatock is more reflective of
market conditions and, therefore, can reasonabBxpected to be a better indicator of expectedtiitfahan historical volatility
of our common stock. Low trade volume of our trdddbrward call options prior to 2011 precludedesmliance on implied
volatility, and as such we include historical vaitin our computation of expected volatility. Ancrease/decrease of 10% in our
computation of expected volatility would increas®icease the total stock-based compensation expgreggproximately $3.0
million for the three months ended September 30420

e Suboptimal Exercise Factor: Our computation of the suboptimal exercise facddydased on historical option exercise behavior ani
is determined for both executives and non-execsitid@ increase/decrease in the suboptimal exefaiter of 10% would
increase/decrease the total stock-based compemsaijp@nse by approximately $0.6 million for theethmonths ended
September 30, 2014 .

Recent Accounting Pronouncements

The information set forth under Note 1 to the cdidsted financial statements under the caption i8asPresentation and Summary of
Significant Accounting Policies” is incorporatedréi@ by reference.
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Item 3. Quantitative and Qualitative Disclosures About Market Risk

For financial market risks related to changes tarigst rates and foreign currency, reference isenb@dtem 7A “Quantitative and
Qualitative Disclosures About Market Risk” contadria Part Il of our Annual Report on Form 10-K the year ended December 31, 2013 .
Our exposure to market risk has not changed sagmfly since December 31, 2013 .

Item 4. Controls and Procedure!
Evaluation of Disclosure Controls and Procedures

Our management, with the participation of our Clgécutive Officer and Chief Financial Officer, &yated the effectiveness of our
disclosure controls and procedures (as definediiedRl3a-15(e) and 15d-15(e) under the Securitiebdhge Act of 1934, as amended) as of
the end of the period covered by this Quarterlyd®epn Form 10-Q. Based on that evaluation, oueCEkecutive Officer and Chief Financial
Officer concluded that our disclosure controls anacedures as of the end of the period coverethibyQuarterly Report on Form 10-Q were
effective in providing reasonable assurance tHatimation required to be disclosed by us in reptivés we file or submit under the Securities
Exchange Act of 1934, as amended, is (i) recorgaxtessed, summarized and reported within the pien®ds specified in the Securities and
Exchange Commissiositules and forms and (ii) accumulated and comnati@itto our management, including our Chief Exeeufficer ant
Chief Financial Officer, as appropriate, to allamely decisions regarding required disclosures.

Our management, including our Chief Executive @ifiand Chief Financial Officer, does not expect tha disclosure controls and
procedures or our internal controls will preventeator and all fraud. A control system, no matiew well conceived and operated, can pro
only reasonable, not absolute, assurance thatdfeetves of the control system are met. Furthes,design of a control system must reflect the
fact that there are resource constraints, andehefits of controls must be considered relativéh&ir costs. Because of the inherent limitations
in all control systems, no evaluation of contras provide absolute assurance that all controéssind instances of fraud, if any, within the
Company have been detected.

Changesin Internal Control Over Financial Reporting

There were no changes in our internal control dwancial reporting that occurred during the quaeteded September 30, 2014 that hav
materially affected, or are reasonably likely totenglly affect, our internal control over finantiaporting.
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Item 1.

PART Il. OTHER INFORMATION

Legal Proceeding

The information set forth under Note 10 in the sdtethe consolidated financial statements undec#ption “Legal Proceedings” is
incorporated herein by reference.

Item 1A.

Risk Factors

There have been no material changes from theaistofs as previously disclosed under the headinmgk“Ractors” in the Company’s
Annual Report on Form 10-K for the year ended Ddzeamn31, 2013 .

Item 6.

Exhibits

(a) Exhibits:

ExhibitNumber

Exhibit Description

3.1

3.2

3.3

3.5

4.1

4.2

4.3

10.1%

10.2t

10.3t

10.4t

10.5%

10.6%

10.7t

10.8

Amended and Restated Certificate of Incorporation
Amended and Restated Bylaws

Certificate of Amendment to the Amended and Redtate
Certificate of Incorporation

Certificate of Elimination of Rights, Preferencesl@rivileges
of Series A Participating Preferred Stock

Form of Common Stock Certificate

Indenture, dated as of February 1, 2013, by andd®t the
Company and Wells Fargo Bank, National Associata,
Trustee.

Indenture, dated as of February 19, 2014, by ahddsm the
Company and Wells Fargo Bank, National Associati,
Trustee.

Form of Indemnification Agreement entered into by t
registrant with each of its executive officers aictors

2002 Employee Stock Purchase Plan

Amended and Restated 2002 Stock Plan

2011 Stock Plan

Description of Director Equity Compensation Plan
Description of Director Equity Compensation Plan

Amended and Restated Executive Severance and Retent
Incentive Plan

Registration Rights Agreement, dated as of Febrliif2014

Filed
Incorporated by Reference Herewith
Form File No. Exhibit Filing Date
10-Q 00049802 3.1 August 2, 2004
8-K 00049802 3.1 March 20, 2009
10-Q 00049802 3.3 August 2, 2004
8-K 00135727 3.1 December 30, 201
S-1/A 33383878 4.1 April 16, 2002
8-K 00135727 4.1 February 1, 2013
8-K 00135727 4.1 February 19, 2014
S-1/A 33383878 10.1 March 20, 2002
Def 14A 00049802 A April 8, 2010
Def 14A 00049802 A March 31, 2006
Def 14A 00049802 A April 20, 2011
8-K 00049802 99.1 June 16, 2010
8-K 00049802 10.1 December 28, 20C
10-K 001-35727 10.7 January 31, 2013
8-K 001-35727 10.1 February 19, 201



by and among the Company and Morgan Stanley & CQ, L
as representative of the Initial Purchasers ligi€sichedule 1

thereto
10.9t Performance Bonus Plan Def 14A 00135727 A April 28, 2014
311 Certification of Chief Executive Officer Pursuant$ection
302 of the Sarbanes-Oxley Act of 2002 X

31.2 Certification of Chief Financial Officer Pursuant$ection 302
of the Sarbanes-Oxley Act of 2002 X

32.1* Certifications of Chief Executive Officer and Chlehancial
Officer Pursuant to Section 906 of the Sarbane®Akt of
2002 X

101 The following financial information from Netflixnic.’s
Quarterly Report on Form 10-Q for the quarter ended
September 30, 2014 filed with the SEC on OctobelR4,
formatted in XBRL includes: (i) Consolidated Statents of
Operations for the Three and Nine Months Endede®eiper
30, 2014 and 2013, (ii) Consolidated Statements of
Comprehensive Income for the Three and Nine MoBtided
September 30, 2014 and 2013 (iii) Consolidated i8S heet
as of September 30, 2014 and December 31, 2013,

(iv) Consolidated Statements of Cash Flows foritheee and
Nine Months Ended September 30, 2014 and 2013wgritdg
Notes to the Consolidated Financial Statements. X

* These certifications are not deemed filed by $iiC and are not to be incorporated by referena@yrfiling we make under the Securities
Act of 1933 or the Securities Exchange Act of 1984spective of any general incorporation languiagany filings.

t Indicates a management contract or compensatom
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SIGNATURES
Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly causisdéport to be signed on its behalf by
the undersigned thereunto duly authorized.

NETFLIX, INC.
Dated: October 20, 2014 By: /s/  REED H ASTINGS
Reed Hastings
Chief Executive Officer
(Principal executive officer)
Dated: October 20, 2014 By: /s DAVID W ELLS

David Wells
Chief Financial Officer
(Principal financial and accounting officer)
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EXHIBIT INDEX
Filed
ExhibitNumber Exhibit Description Incorporated by Reference Herewith
Form File No. Exhibit Filing Date
3.1 Amended and Restated Certificate of Incorporation 10-Q 00049802 3.1 August 2, 2004
3.2 Amended and Restated Bylaws 8-K 00049802 3.1 March 20, 2009
3.3 Certificate of Amendment to the Amended and Redtate 10-Q 00049802 3.3 August 2, 2004
Certificate of Incorporation
3.5 Certificate of Elimination of Rights, Preferencesl@rivileges  8-K 00135727 3.1 December 30, 201
of Series A Participating Preferred Stock
4.1 Form of Common Stock Certificate S-1/A 33383878 4.1 April 16, 2002
4.2 Indenture, dated as of February 1, 2013, by andd®at the 8-K 00135727 4.1 February 1, 2013
Company and Wells Fargo Bank, National Associatan,
Trustee.
4.3 Indenture, dated as of February 19, 2014, by ahddem the 8-K 00135727 4.1  February 19, 2014
Company and Wells Fargo Bank, National Associatin,
Trustee.
10.1% Form of Indemnification Agreement entered into hg t S-1/A 33383878 10.1 March 20, 2002
registrant with each of its executive officers aictors
10.2t 2002 Employee Stock Purchase Plan Def 14A 00049802 A April 8, 2010
10.3t1 Amended and Restated 2002 Stock Plan Def 14A 00049802 A March 31, 2006
10.4% 2011 Stock Plan Def 14A 00049802 A April 20, 2011
10.5% Description of Director Equity Compensation Plan 8-K 00049802 99.1 June 16, 2010
10.6% Description of Director Equity Compensation Plan 8-K 00049802 10.1 December 28, 20C
10.7t Amended and Restated Executive Severance and Retent 10-K  001-35727 10.7 February 1, 2013
Incentive Plan
10.8 Registration Rights Agreement, dated as of Febrliif2014, 8-K 00135727 10.1 February 19, 2014
by and among the Company and Morgan Stanley & CQ, L
as representative of the Initial Purchasers ligi€sichedule 1
thereto
10.9t Performance Bonus Plan Def 14A 00135727 A April 28, 2014
311 Certification of Chief Executive Officer Pursuant$ection
302 of the Sarbanes-Oxley Act of 2002 X
31.2 Certification of Chief Financial Officer Pursuant$ection 302
of the Sarbanes-Oxley Act of 2002 X



32.1* Certifications of Chief Executive Officer and Chighancial
Officer Pursuant to Section 906 of the Sarbane®pAkt of
2002 X

101 The following financial information from Netflixnic.’s
Quarterly Report on Form 10-Q for the quarter ended
September 30, 2014 filed with the SEC on OctobelR4,
formatted in XBRL includes: (i) Consolidated Statets of
Operations for the Three and Nine Months Endededeiper
30, 2014 and 2013, (ii) Consolidated Statements of
Comprehensive Income for the Three and Nine MoBtided
September 30, 2014 and 2013 (iii) Consolidated iBae&Sheet
as of September 30, 2014 and December 31, 2013,

(iv) Consolidated Statements of Cash Flows foritheee and
Nine Months Ended September 30, 2014 and 2013wgridg
Notes to the Consolidated Financial Statements. X

* These certifications are not deemed filed by $f#C and are not to be incorporated by refereneayrfiling we make under the Securities
Act of 1933 or the Securities Exchange Act of 1984spective of any general incorporation languiageny filings.

t Indicates a management contract or compensatom
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EXHIBIT 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Reed Hastings, certify that:
1. I have reviewed this Quarterly Report on FofivQlof Netflix, Inc.

2. Based on my knowledge, this report does notatomny untrue statement of a material fact ortamstate a material fact necessary t
make the statements made, in light of the circuntgtsiunder which such statements were made, nigtadisg with respect to the

period covered by this report;

3. Based on my knowledge, the financial statemamd other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

4. The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd ave have:

a) designed such disclosure controls and procsdareaused such disclosure controls and procedortee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isifige prepared,;

b) designed such internal control over finanoggarting, or caused such internal control overrfagia reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atamuoce with generally accepted accounting princijples

c) evaluated the effectiveness of the registratisslosure controls and procedures and presentnisi report our conclusions
about the effectiveness of the disclosure conints procedures, as of the end of the period coveyehis report based on
such evaluation; and

d) disclosed in this report any change in thestegint’s internal control over financial reportititat occurred during the
registrant’s most recent fiscal quarter that hasenally affected, or is reasonably likely to maadly affect, the registrant’s

internal control over financial reporting; and

5. The registrant’s other certifying officer antdve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of registrant’s board of directors p@rsons performing the equivalent

function):

a) all significant deficiencies and material weaknsssahe design or operation of internal contradiofimancial reporting whic
are reasonably likely to adversely affect the riegig’s ability to record, process, summarize aqbrt financial information;

and

b) any fraud, whether or not material, that ineslvmanagement or other employees who have a samtifiole in the registraist
internal control over financial reporting.

Dated: October 20, 2014 By: /'s/ REED H ASTINGS
Reed Hastings

Chief Executive Officer




EXHIBIT 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, David Wells, certify that:

1. I have reviewed this Quarterly Report on FofivQlof Netflix, Inc.

2. Based on my knowledge, this report does notatomny untrue statement of a material fact ortamstate a material fact necessary t
make the statements made, in light of the circuntgtsiunder which such statements were made, nigtadisg with respect to the

period covered by this report;

3. Based on my knowledge, the financial statemamd other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

4. The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd ave have:

a) designed such disclosure controls and procsdareaused such disclosure controls and procedortee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isifige prepared,;

b) designed such internal control over finanoggarting, or caused such internal control overrfagia reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atamuoce with generally accepted accounting princijples

c) evaluated the effectiveness of the registratisslosure controls and procedures and presentnisi report our conclusions
about the effectiveness of the disclosure conints procedures, as of the end of the period coveyehis report based on
such evaluation; and

d) disclosed in this report any change in thestegint’s internal control over financial reportititat occurred during the
registrant’s most recent fiscal quarter that hasenally affected, or is reasonably likely to maadly affect, the registrant’s

internal control over financial reporting; and

5. The registrant’s other certifying officer antdve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of registrant’s board of directors p@rsons performing the equivalent

function):

a) all significant deficiencies and material weaknsssahe design or operation of internal contradiofimancial reporting whic
are reasonably likely to adversely affect the riegig’s ability to record, process, summarize aqbrt financial information;

and

b) any fraud, whether or not material, that ineslvmanagement or other employees who have a samtifiole in the registraist
internal control over financial reporting.

Dated: October 20, 2014 By: /sl DAVID WELLS
David Wells

Chief Financial Officer




EXHIBIT 32.1

CERTIFICATIONS OF CHIEF EXECUTIVE OFFICER AND CHIEF FINANCIAL OFFICER
PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

I, Reed Hastings, certify, pursuant to 18 U.S.Gti®a 1350, as adopted pursuant to Section 90beoSarbanes-Oxley Act of 2002, that
the Quarterly Report on Form 10-Q of Netflix, Ifiet the quarter ended September 30, 2014 fully d@wpvith the requirements of Section 13

(a) or 15(d) of the Securities Exchange Act of 1884 that information contained in such reportygiresents, in all material respects, the
financial condition and results of operations otfhlg Inc.

Dated: October 20, 2014 By: /sl REED HASTINGS

Reed Hastings
Chief Executive Officer

I, David Wells, certify, pursuant to 18 U.S.C. Sect1350, as adopted pursuant to Section 906 db#tbanes-Oxley Act of 2002, that
the Quarterly Report on Form 10-Q of Netflix, Ifiet the quarter ended September 30, 2014 fully d@wpvith the requirements of Section 13

(a) or 15(d) of the Securities Exchange Act of 1884 that information contained in such reportygiresents, in all material respects, the
financial condition and results of operations otfhilg Inc.

Dated: October 20, 2014 By: /s/ DAVID WELLS

David Wells
Chief Financial Officer




